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Although no major policy changes are expected following the appointment of President Itamar
Franco, London-based Latin American Securities analysts say plans to privatize selected
components of the state-run oil company Petrobras will be delayed. Proposals for private sector
activities and to allow the return of risk contracts, abolished four years ago, were scheduled to come
before Congress next year when members meet to reform the 1988 constitution. In the 1977-1988
period, 243 risk contracts covering exploration and production were finalized with 35 private oil
companies. Despite the expenditure of US$1.5 billion, only Royal Dutch/Shell affiliate Pecten struck
commercial quantities of oil and gas. The disappointing results, coupled with a string of exploration
successes by Petrobras, aroused suspicions that foreign companies had been allocated especially
high risk areas. Petrobras profits are down, and short-term debt totals US$3 billion. The company
recently cut capital spending by half to US$1.4 billion, and is delaying payments to suppliers and
employees. In 1991, Petrobras produced 647,000 barrels per day, and imported 500,000 bpd. At the
end of June, proven reserves stood at 3.5 billion barrels. Last year, the company set a production
target of 1 million bpd by 1995, requiring an US$18 billion investment. (Source: Inter Press Service,
10/05/92)
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